ABBAS, B., PROCHÁZKA, P.: The eff ect of trade liberalisation on Syrian agriculture. Acta univ. agric. et silvic. Mendel. Brun., 2010, LVIII, No. 6, pp. 665-672 Syrian agricultural policy should be characterized by a high level of government intervention, including fi xed prices, government monopoly in strategic crop marketing, government distribution of industrial fertilizers, signifi cant barriers on food and agricultural commodities import and so on. Although there were certain changes and liberalization in this area during several last years, the Syrian agriculture remains as the most regulated sector of national economy in Near east and northern Africa. On the other hand, we may state the fact that Syrian governmental agriculture policy was successful considering so called strategic crops most of all in achieving self-suffi ciency in wheat production, also an essential increase of cotton production volume which represents most important export crop of this near east country, took a part. Besides this progress there was restriction of disparity development in countryside and municipal household's incomes, which is partial reason for slowing down of Syrian countryside poverty. These positive outcomes were reached at the expense of increasing govern men tal expenses and worsening of resources effi ciency usage both in agriculture production and energy sectors. Considering forecasted spend of oil sources, the Syrian government will be ne ce s sari ly forced to search for alternative resources of economic growth and government budget incomes in near future. The last fi ve year country plan presumes consequental delimitation of grants and implication of value added tax. There is to be a quite large liberalisation in agriculture sector, which should lead to consequential down of wheat production, sugar beet and cotton and increase of barley, lentil and chickpea production.
The Syrian Arab Republic has approximately 17 million inhabitants, of which about one half live in urban areas. The per capita GDP is US$ 831. The agricultural sector is relatively extensive and accounts for 23% of total GDP.
The Syrian government adopted "socialism" in the late 1950s and kept control of major industries, though private services and the retail trade were allowed. The economy has been adversely aff ected by various confl icts in the region, including the ArabIsraeli wars of 1967 and 1973 and the Syrian intervention in Lebanon from 1976 till 2005. In the early 1990s, limited economic reforms and expansion in oil exports stimulated the economic growth; since then, however, this growth was interrupted and the Syrian economy was stagnating. Although international trade and the exchange rate have been partially liberalized, the Syrian government still imposes interventions and a signifi cant control on the national economy, including price control, state monopolies in certain strategic sectors, subsidisation of agriculture and many diff erent state-owned enterprises.
In general, the per capita GDP grew in average at a rate of 2.2% per year during the 1990s. Like Jordan, also Syria was adversely aff ected by the end of the United Nations Oil for Food programme in Iraq and by the subsequent war in Iraq, which disrupted nearly all former trade fl ows. More recently, Syria has relatively benefi ted from the confl ict in Iraq and from the resulting high oil prices.
MATERIAL AND METHODS
In particular, this study examines the current situa tion in the Syrian agricultural sector, tries to evaluate the degree of agricultural liberalisation, which occurs within the framework of international trade as a part of various trade agreements and explores policy measures and options enabling to miti gate the negative eff ects of recent liberalisation of agricultural trade.
The current situation in the Syrian agricultural sector
Wheat is the most important food crop in Syria and the country is self-suffi cient in production of wheat. This self-suffi ciency in wheat production is the result of a trade policy that imposes high barriers on imports. Barley and maize are also grown, but domestic production is not suffi cient to satisfy the demand. Cereal production is subjected to climatic fl uctuations since the rainfalls are very varying and unreliable. Syria also produces grapes, apples and olives in the highlands and citrus fruit in the coastal region. Horticultural production is often under irrigation. About one quarter (23 %) of Syrian cropland is irrigated and much of this is supplied from the Euphrates Dam, which was built in the 1970s.
In Syrian agriculture, the most important production units are small and medium-size farms, as the agrarian reform resulted in a practical disappearance of traditional large-scale manors. Between two available agricultural censuses (carried out in 1981 and 1994) , there was a 26 % increase in the total number of small private farms, viz. from 486,000 in 1981 to 614,000 in 1994 (Tab. I).
In 1981 and 1994, the percentage of farmers, who had agricultural production as the main occupation and also owned the land, was 64 % and 71 % of the total farm households, respectively. In these years (i.e. in 1981 and 1994) , 15 % and 57 % of tenants (i.e. farmers without land), respectively, stated that their main occupation was farming. This increase was a direct result of the agricultural reform and segmentation of land and also of a slow increase in demand for labour in the non-agricultural sectors.
Characterisation of trade with agricultural commodities
In 2002, the total exports of Syria were US$ 7.6 billion; of this, oil and fuel accounted for more than a half of the total value. Syrian agricultural exports made about US$ 1 billion and the main exported commodities were cotton, sheep, tomatoes and anise/fennel. In general, exports of fruit and vegetables represented more than US$ 300 million per year. Syrian wheat exports averaged US$ 48 million per year over the period 2000-2002. In 2002, the value of total Syrian imports was US$ 5.9 million. The main imported agricultural commodities were sugar, maize and tea. Unlike most of the NENA (Near East and North Africa) countries, Syria has now a modest surplus in agricultural trade, although this is partly due to the tight restrictions on food and agricultural imports. According to the US Department of Agriculture, imports of processed foods, frozen foods, snack foods, meat, fruits, and vegetables are, in general, prohibited (USDA, 1999) .
The most important trading partners of Syria are other Arab countries and the European Union. The EU represents the main market for Syrian exports, accounting for some 60 % of its total volume. The EU is a particularly important market for Syrian oil, but it also accounts for a signifi cant share of other Syrian goods. The Arab countries are the second largest market for Syrian exports, accounting for slightly more than 20 % of total exports. Exports to Arab countries involve mainly foodstuff s (cereals, fruit and vegetables).
In Syria, agricultural production is centrally planned by means of land-use plans, which vary for individual regions. The land-use plans are prepared by the state offi cials with regard partly to strategic goals of the government and partly also to technical possibilities, characteristics and capabilities of Syrian agriculture and Syrian farms. Wheat, cotton, tobacco and sugar beet are being considered to be the strategic commodities. In order to stimulate their production and to control their distribution, the state has a marketing monopoly over all these commodities. Their prices are offi cially fi xed and the production costs are estimated jointly by several ministries, the trade union of farmers, and also some other institutions. As soon as the ave rage costs are estimated, a margin is fi xed by the govern- ment for each crop with regard to its relative importance for the Syrian national economy. These continually revised prices are published annually before the beginning of the growing season. Unfortunately, this mechanism of price fi xation resulted in such an increase in producer's prices that exceeded the rise in consumer prices, which were also fi xed by the government. The consequences of this po licy were the accumulation of stocks on the one hand and a high fi nancial load of the national budget on the other.
Administered prices
Some other categories of agricultural commodities are available also for offi cially fi xed prices, but without the governmental monopoly in marketing. This concerns barley, lentils, maize and sun fl owers. This means that farmers have an option to sell their products to the governmental marketing board for offi cial prices but they can also sell them in private markets to general public. Indeed, like procurement prices, also these prices are fi xed on the basis of a study jointly conducted by representatives of the government, farmers and processors. Prices are set on the base of estimated average production costs plus a margin that is lower than that agreed for the strategic products mentioned above. Thus, the proposed prices are considered to be minimum guaranteed prices for farmers so that they are protected from unusually low market prices.
Consumer prices
This category of prices is also fi xed by the state administration and concerns such consumer products as vegetables, fruit, milk, meat, eggs, rice and oil. These prices are considered to be a simple indicator that should not be applied in transactions between producers and consumers, except for those products that are purchased by public institutions. These prices are also fi xed by a committee consisting of representatives of the Ministry of Economy and the Ministry of Trade, as well as other of departments involved in this sector. Recently, this pricing policy has undergone signifi cant reforms (e.g. li bera li sa tion of prices and imports of many products, cancellation of the state monopoly in the importation of certain products, opening of the doors to private importers etc.). However, as compared with other products, the pricing policy has not passed through changes.
Inputs
The input policy was based on the principle that all inputs necessary for agricultural production had to be supplied by the governmental monopolistic organisations. However, nowadays also the private sector participates in marketing activities concerning supply of inputs without the approval of the state administration. There is still a state mo no po ly in the fi eld of imports and distribution of fertilisers. State-owned trading companies import fertilisers through a cooperative agricultural bank, which then distributes the fertilisers to farmers. Payments are made either in cash or by means of loans granted by the bank in accordance with conditions fi xed in advance by the Syrian Ministry of Agriculture. Besides, there is also a state monopoly in the fi eld of production, importation and distribution of seed materials. The private sector is authorized to market pesticides with the approval of the Ministry of Agriculture and also to import and distribute agricultural machinery.
The partial liberalisation in the fi eld of importation and distribution of pesticides and agricultural equipment helped to improve and increase the performance of Syrian agriculture but the continuing monopoly concerning imports and distribution of fertilisers had some negative eff ects. Of them, the most important are too long delays in de li ve ries and the rationing of fertiliser to individual farms. This policy results in extra costs, which are estimated to be as much as 30 % of the farmer's prices.
Recent reforms of agricultural policy
In this context it is important to point out that in the 1970s there was an increase in public monopolies in the fi eld of marketing of many agricultural products. This increase concerned purchasing and distribution of agricultural products in both domestic and foreign markets. These marketing monopolies concerned above various cereals, the most important kinds of fruit, and also technical crops used in the processing industry. Disciplinary and penal sanctions were applied against individuals who did not respect the monopoly regulations regardless to the fact that they were producers and/or traders.
At the beginning of the 1980s, however, the marketing system of agricultural products was reformed. This reform consisted of the following changes:
• Elimination of the system of compulsory imports of certain products by public enterprises (wheat, barley, lentils, chickpeas, maize and others) and of the restriction on cereals purchases by the state trading enterprise from farmers who decided to sell; • Preservation of the state monopoly in exportation of strategic products and granting concessions to the private sector with the aim to involve it into the exportation of cereals on condition of a prior agreement with the Cereals Board; • Encouragement of the private sector to participate in exports of fruit and vegetables on the base of a greater freedom in use of foreign currency receipts, exemptions from the tax on agricultural products and a reduction of the income tax; • Authorisation of public enterprises to process agricultural products and to purchase goods directly in the market for market prices, i.e. without an obligation to pay offi cial prices; • Authorisation of agricultural enterprises to market any of their products, which are not controlled by the state monopoly, in local and/or foreign markets.
• These changes undoubtedly represented a move towards liberalisation not only in the fi elds of marketing of agricultural products but also in that of exports. However, the results of these reforms were only modest and not fully satisfying because of the following reasons: • Firstly, the state monopoly in the distribution of "strategic" products remained without changes; this concerned above all those commodities, which were processed in government-owned industries, i.e. cotton, tobacco and sugar beet. • Secondly, there is an absence of those export mechanisms, which facilitate trading relationships with foreign clients and which foster new outlets. In addition, weaknesses in the marketing infrastructure and the high marketing costs deteriorated the supply response. The agricultural policy continues to be the subject of discussion. Some experts are advocating the preser va tion of the former governmental marketing system based on administered prices while others are calling for a more fl exible system, which can fl exi bly responds to changes in supply of and demand for agricultural commodities. Public enterprises that process or export certain agricultural products must obtain their goods directly in the market, either on the base of contracts concluded with individual producers and production cooperatives or processors of agricultural commodities and wholesalers.
RESULTS AND DISCUSSION

Trade policy
In Syria, foreign trade operations are subjected to signifi cant governmental interventions, particularly through import barriers such as tariff s, quantitative restrictions and technical barriers on trade (non-ta riff bar riers). These import barriers will be discussed in detail.
Tariff s represent an important tool of governmental policy. Current import tariff s imposed on imported goods range from 6 % to 235 % (the average being 35 %). There are altogether ten categories of tariff s. Statutory tariff s range from 0 to 200 %. These are supplemented by a unifi ed duty that ranges from 6 % to 35 %. The highest tariff s apply to imports of certain types of vehicles. Tariff s of 100 % or more apply to imports of certain fruits, vegetables and processed foods, as well as to textiles, ceramics and glass products. Many of these products are also subject to quantitative restrictions on trade. Tariff s on goods originating from GAFTA (Greater Arab Free Trade Agreement) countries are duty free.
The average tariff is currently only 8%; this is relatively low as compared with tariff s applied in other countries in the region. However, this relatively low average tariff rate is misleading as an indicator of openness of Syrian economy at least for two reasons.
• Firstly, it gives less weight to the commodities which have the highest tariff s rates.
• Secondly, it does not take into account the pervasive system of quantitative restrictions. If the tariff equivalent of quantitative restrictions is taken into account, the overall weighted average rate of protection exceeds 25 % and this makes Syria to be one of the least open economies in the Middle East and North Africa (MENA) region (World Bank 2004) .
Quantitative restrictions
A quantitative restriction limits the volume of trade directly, not through import taxes. Examples include quotas, licensing requirements and safeguard levies. In Syria, quantitative restrictions are principally implemented by the regulation of imports through four lists, as follows:
• The fi rst list comprises all products forbidden for importation because of sanitary reasons or due to the care about the environmental security. Offi cial data indicate that this list is similar to those used in OECD countries. (Organisation for Economic Cooperation and Development).
• The second list encompasses all products forbidden for importation from non-GAFTA countries because of their negative impact on the Syrian industry. Products mentioned in this list have all an equivalent, which is produced in Syria. The list covers a large number of agricultural and industrial products, e.g. fl owers, animal products, vegetable oils, sugar-based products, quarry products, plastic and rubber products, leather and leather products, wood products, paper, silk, textiles and clothing, cra products, glass products, electrical machinery and materials, etc.
• The third list contains products that may be imported only by the public sector. This list includes, notably, oil and oil-related products, alcohol be verages, arms, cotton, some cereal products, tobacco, pharmaceutical products, salt, black cement, fi sh, fruits, olive oil, veterinary drugs and phosphates. • The fourth list contains products that were earlier allowed to be imported only by several public entities and that may currently be imported by anyone (provided that a commission is paid to the relevant administrative bodies). This commission ranges from 3 % to 5 % of the import value before taxes. The most important products mentioned in this list are automobiles, transport vehicles, steel and steel products, wood, white cement, yarn for the textile industry, coff ee, tea, rice, canned fi sh and meat, raw sugar, fertilisers, raw leather and paper.
Estimates of tariff equivalents of quantitative restrictions for selected agricultural commodities are presented in Tab. II. Across all product categories (both agricultural and non-agricultural), tariff rates are positively correlated with tariff equivalents of quantitative restrictions. Chemingui and Dessus (2004) estimated that, across all product categories, the weighted average tariff equivalent of quantitative restrictions was 19 % as compared with the weighted average tariff rate of 8 %. This means that quantitative restrictions probably represent the most important tool of trade protection in Syria.
Technical barriers to trade
There are two other technical barriers to trade that tend to complicate and raise the coss of international trade between Syria and the rest of the world:
• Use of a multiple exchange rate system in trade financing and • Cumbersome customs procedures plus ineffi cient trade logistic. The import/export regime is rather complicated and non-transparent because of multiple exchange rates fi xed for private enterprises and governmentowned organisations. The exchange rate system in Syria is tightly managed with a total of 11 rates concerning diff erent types of transactions. In the 1990s, many of these rates were unifi ed and the most recent changes were performed in 2002 (when three exchange rates used for the valuation of imports were harmonized) and in 2004 (when the unifi cation of the rate used for budget calculations with the rate applied to other public sector operations was carried out).
Until 2002, there were three exchange rates: • The offi cial rate, which was fi xed by the Central Bank of Syria, valued at SYP 46.5 per US$ 1.00 (this rate was used by the public sector for imports).
• A free market rate, equal to approximately SYP 53 per US$ 1.00, which was determined by supply and demand relationships existing above all on the Beirut foreign exchange market (this was used for both commercial and non-commercial purposes), and fi nally.
• The so-called export proceeds rate, valued at SYP 51 per US$ 1.00, which was used to value foreign exchange that exporters are required to accept. As a result, in domestic prices imports were gene ral ly undervalued while exports were implicitly taxed by an overvalued exchange rate. Estimates carried out by Chemingui and Dessus (2004) suggested that the average implicit subsidy on imports stemming from this system amounted to an equivalent of 2.7 % of the value of imports. Similarly, the implicit tax on exports amounted to 8.9 % of the total value of exports. Customs procedures and regulations li mi ted the trade through a lack of consistency, a ma nual system of customs data processing and an ina dequate distribution of information about individual procedures and requirements.
Recent reform of the trade policy
Within the last several years, a number of actions were performed to liberalize the trade regime in Syria. The fact that imports might be performed also by the private sector represented a signifi cant change due to a gradual unifi cation of various exchange rates that concerned of both private and public transactions. The requirement of acceptation of foreign exchange rates was further reduced to 10 % in 2004. At present, traders that posses import licenses are allowed to import directly 1) . Furthermore, it is no longer necessary to fi nance imports using foreign exchange rate generated from exports. The number of prohibited imports was also reduced and the explicit export taxes have been eliminated. Syria is gradually more and more integrated into the world economy on both the regional and the multinational levels.
The pricing and commercialisation policies applied in Syria, together with the trade policy, protected Syrian farmers from negative eff ects of vola ti li ty in world markets, particularly in the case of cotton, sugar and wheat commodities. Furthermore, the government-administrated pricing system played a signifi cant role in the rural economy because of its impact on allocation of resources and incomes of farmers. According to a recent study carried out by the Food and Agriculture Organisation of the United Nations (FAO, 2003b) , if farm incomes were not supported by government purchases at offi cial prices, farmers growing the aforementioned "strategic" crops would suff ered losses also in years with normal rainfalls due to their high production costs (in case of irrigated wheat and sugar beet crops, the losses would be even higher). These losses forced farmers to switch to growing of other, more profi table crops and only the producers with the lowest costs would be able to survive and to remain in the market. The generous subsidies paid to producers (and indirectly also to consumers) could occur only at the cost of huge losses of state-owned enterprises that purchased and processed wheat, cotton and sugar beet.
In this context it is also important to mention that seven "strategic" crops, on which the Syrian govern- ment continues to fi x producer prices, account at present for more than a half the total value of national plant production and are grown on about three quarters of the 4.6 million hectares of agricultural land cultivated in Syria. In terms of the farmer's value and creation of jobs, wheat and cotton are by far the most important of these "strategic" crops. When comparing the equivalent import or export farmer's prices, one can estimate the magnitude of support provided to farmers growing strategic crops in Syria. In the late 1990s, the producer's price of sugar beet was almost three times higher than the import parity, so that sugar beet was much more protected than any other crop grown in the country. So wheat and cotton prices were higher by 66 % and 31 %, respectively, so that they were higher than the import parity prices. As a result of a steady decline in international prices of cotton, which took place within the period of 1995 to 1999, the cotton producer's prices exceeded export parity by 31 %. For barley, offi cial prices were roughly equal to the import parity but higher than the export parity. In case of lentils and chickpeas, offi cial prices were lower than the estimated export parity prices. This analysis also showed that the government price intervention artifi cially stimulated the production of wheat, cotton and sugar beet at the expense of production of barley, lentils and chickpeas; this stimulation was dependent on the extent of the response of farmers to the relative profi tability of production and their switching from one crop to the other (Tab. III).
Net subsidies for agricultural and food products in 2003 amounted to 6.8% of GDP. If we add energy subsidies (12.1% of GDP), total subsidies amounted to 18.9% of total GDP in 2003. Domestic wheat prices are about 25% higher than the international price. Consumption was 6.7 million t in 2005 and had been increasing at a high rate (17% in 2003) . 1) Note: Previously they were required to use services of local agents.
Trade agreements
At the regional level, Syria signed the agreement leading to GAFTA in February 1997 . In 1998 and 1999 Wheat subsidies as a % of government expenditures 10 10 8 7
Wheat subsidies as a % of GDP 3 3 3 3
Source: State planning council (2005) require a signifi cant reform in Syrian trade poli cy and in protective measures on the Syrian side. The main provisions of the Syria-EU association agreement concern the trade with agricultural products. Their fi rst section relates to EU imports of Syrian agricultural products (Tab. V). Accordingly, annual tariff quotas have been set for Syrian exports of selected horticultural pro ducts. For fresh tomatoes, a reduction of 60% applies for the quota quantities mentioned above. For other products, at entry into force of the agreement, the ad valorem duty will be set at zero for unlimited quantities. For a certain number of other products, at entry into force of the agreement, the ad valorem duty will be set at zero under a tariff quota covering traditional trade. Finally, for a number of products, at entry into force, the ad valorem duty will be reduced to a certain level.
The second section includes regulations on imports by Syria of agricultural products originating in the EU. For these, Syria will dismantle its tariff s to reach a zero tariff sequentially according to the following scheme: 0 to 5% at the entry into force, 5 to 10% in the year 4, 10 to 40% in the year 7, 40 to 100% reduced to 40% at entry into force and a linear reduction to zero in year 12.
The third section concerns processed agricultural products. For these products, Syria will grant annual tariff preference quotas for the following items: mine ral water, so drinks, spirits, cigarettes and homogenized tobacco. Within these quotas, the applied tariff will be reduced by 40% in the moment when the agreement comes into force.
Finally, as regards fi shing, Syrian tariff s will be dismantled over 12 years: 0 to 10% reductions immediately, 10 to 30% within fi ve years, 30 to 80% within seven years, and all above 80% brought down to 80% at entry into force and dismantled over 12 years. On the other hand, all imports into the EU are to be dismantled by the third year a er entry into force, with the exception of tuna, on which an annual quota of 100 t will apply.
V: Proposed changes in EU quotas for Syrian exports
Commodity
Season Initial quota (t) Quota increase Potatoes 1 Jan.-30 Apr. 25.000 An annual increase of 1,000 for the period of two years
